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KEY ECONOMIC INDICATORS 


Domestic Economy 


Population 

Population growth % 

Current GDP (mill) 

Annual Growth % rate of GDP 
Per Capita GDP 

Av. annual % inflation rate 
Av. CPI (1985=100) 


Production & Employment 


Labor Force 

Change in L.F. % 

Unemployment % 

Industrial Prodn Index (1977=100) 
Govt deficit (mill) 


Balance of Payments 


Exports (mill) fob 

Imports (mill) cif 

Trade deficit 

Current a/c balance million 
Foreign Debt (mill) 

Debt service ratio % 

Total debt outstanding as % of GDP 
Foreign Exchange Reserves (mill) 
US$ = FJ$1.00 


Foreign Investment 


Foreign direct invest 
and loans (mill) 


U.S.-Fiji Trade 


Exports to FJ (ml11) 
Imports from FJ(m11) 
Trade balance (ml1l) 
share of FJ exp 
share of FJ imp 
Economic Aid (000) 
Military Aid (000) 


1985 


702,000 
1.6 
1,114 
1.8 
1,587 
4.4 
100.0 


240,535 
Zea 
10.2 
117.0 
“Saat 


19.90 
11.8 
+7.4 

4.7 

4.1 
Ke 
399 


1987es 


719,50 
Bs 
1,01 
Le 
1,41 
4. 

$9. 


246,609 
2.9 
10.3 
139.8 
-86.8 


241.9 
13.6 
*6.3 
4.7 
4.8 
aa7 
400 


All figures are in US dollars, Exch rate used $F1=$US0.9249 


US principal exports: machinery, chemicals 
US principal imports: sugar, processed food, garments 


Source: Bureau of Statistics, Statistical Newsletter, Suva, Fiji, 1986. 





PRINCIPAL ECONOMIC TRENDS 


Fiji’s economy is poised for a downturn this calendar year in view 
of the political turbulence brought about by the ousting of the 
Bavadra government on May 14, 1987, by the Fiji military and the 
consequent massive flight of capital, dwindling foreign reserves, 
shaky currency value in the external exchange market, and a steady 
emigration of the Indo-Fijian community which controls the country’s 
commerce. National productivity is at a low ebb, compounded by loss 
of domestic and foreign investor confidence, at a time when this is 
necessary for the economy to remain on the buoyant and progressive 
course seen in 1986. 


Galloping inflation, increased unemployment due to stifled 
investment, contracted tourism, havoc in the sugar industry, tight 
money supply, a fragile balance-of-payments position, and 
deteriorating terms of trade have thrown the economy off-balance. 

As a political side effect, exports to traditional markets have been 
jeopardized and trade with Fiji’s historical markets in Australia 
and New Zealand is damaged as a consequence of economic sanctions 
imposed in the second quarter. 


Bilateral aid programs which sustain Fiji’s economic development are 
frozen as well, leaving the economy further at risk. One of the 
major projects scheduled this year was the beginning of broadcast 
television, a 12-year contract signed with the Bond Media 
Corporation of Australia and the ex-government of Fiji. This now 
faces review and possible delays. 


Air Pacific, the national airline of Fiji, is owned by the 
government with 80 percent interest. Due to a spate of losses in 
the eighties which brought the airline to bankruptcy, Qantas Airways 
Limited of Australia made a 5-year deal with the Fiji government in 
1985 to bail out the airline. Indications are that in 1988, Qantas 
will pull out from the contract. This is likely to create 
redundancy in the aviation industry, bring revision of frequency 
rights, scale down operations, and even force closure of some of the 
markets gained recently. 


In summary, 1987 promises economic recession in Fiji, the after 
effects of which will linger into 1988. It will take a long time 
for the depressed economy to bounce back to the buoyant 1986 
situation. The insignificant growth rate of sugar and tourism, the 
two paramount foreign exchange earners with high employment content, 
has crippled the nation’s earning power and reduced the per capita 
income. Political instability has had a debilitating impact on the 
economy, raising questions of investor confidence, undermining labor 
relations, disrupting the free enterprise system, and damaging the 
social structure of Fiji. 





CURRENT ECONOMIC TRENDS 


Fiji’s economy was in a buoyant position the first quarter of this 
calendar year due to a remarkable turnaround last year. The upbeat 
phase is attributed to a 10 percent rise in tourism earnings and 

47 percent increase in sugar production, leaving the economy in a 
healthy foreign reserves position. The multiplier effects of these 
two sectors boosted GDP growth to 7.7 percent, a considerable 
achievement from the depressed situation in 1985 where a weak 

1.8 percent growth was recorded. 


However, the revival phase of the economy this year is bound to be 
arrested by the current political unrest. Political uncertainty is 
viewed as a high economic risk in Fiji by the local Indo-Fijian 
business community, which controls 85 percent of the wealth of this 
country. Private investment is stifled and ongoing investment 
projects have been halted by the current political crisis. The 
government relies heavily on private domestic and foreign investment 
to fuel the economy; its own spending on capital projects has been 
an average of 6 percent over the years. 


This disinvestment comes at a time when unemployment is around 11 
percent and the major priority is to create jobs. Low national 
productivity results in high unemployment and great social costs. 
Panic among foreign investors will shift the productivity graph even 


lower, and there is bound to be revision and scaling down of foreign 
ventures. 


The cumulative effect of this weak economy has been a plunge in the 
GDP growth to 1.3 percent as a result of producers diminished demand 
for investment goods and a high redundancy situation. Tourism and 
sugar are the predominant foreign exchange earners, and have high 
employment content. Tourism, up 18 percent, constituted eighteen 
percent of Fiji’s GDP last year with earnings around 

US$170.2 million. 


The tourism picture looks bleak this year, and it would be 
optimistic to predict an average of 3 percent rise in tourism 
earnings for 1987. High political risk is discouraging new hotel 
developments, planned in the vicinity of US$337 million this year, 
aggravating the current account balance, and weakening economic 
performance in other sectors. This trend has caused mass 
umemployment in the service sector and ancillary industries. 


Sugar production is being affected, hurting export income and 
jeopardizing export markets. Sugar contributes 15 percent to Fiji’s 
GDP and is highly labor intensive. The production shortfall from 
the 1987 target of 450,000 tons jeopardizes the current 
balance-of-payments position, worsening the trade deficit. 





Fiji’s balance of payments registered a surplus of USS$7 million last 
year after a spate of negative trends since the 1980s. Reduced 
capital inflow, coupled with a downturn in the services account, 
staggered external aid, and a sluggish economy is bad news for Fiji 


which relies heavily on foreign earnings to service its external 
debt. 


On the trade perspective, imports of investment goods and 
nonessential goods are likely to decrease; exports of domestic items 
to guaranteed markets also face a downturn. There is a marked 
increase in food imports, which comprise 15 percent of the total 
import bill. Economic sanctions from Fiji’s closest trading allies, 
New Zealand and Australia, are blows to the SPARTECA nonreciprocal 
trade treaty which allows duty-free access of Fiji-made goods. 
Fiji’s SPARTECA exports were worth US$30 million last year. 


Exports increased by 15 percent last year due mainly to the high 
Sugar output while imports increased by 2 percent. A 10 percent 
drop in exports is predicted for 1987. The United Kingdom accounts 
for 45 percent of Fiji’s domestic exports; Australia, 21 percent; 
New Zealand, 6 percent; and the United States, 5 percent. 


The international trade position looks precarious as political 
consequences have strangled free-market enterprise. Traditional 
external markets are streamlining exports of merchandise to Fiji 
which adversely affects industrial production as raw materials 
utilized in manufacturing and processing have a greater import 
content. The industrial production index rose significantly last 
year, but is expected to nose-dive to a low of 110.0 for 1987 in 
view of depressed economic activity. 


The purchasing power of the Fijian currency has been weakened 
relative to its trading partners. Fiji’s exchange rate is 
determined by a weighted basket of currencies, namely those of 
Australia, New Zealand, Japan, United Kingdom, and the 

United States. Fiji’s dollar is falling gradually relative to these 
currencies, reducing its purchasing power in real terms and making 
per unit cost of imported goods more expensive. In view of the 
falling American dollar however, the impact on the unit cost of 
American goods imported may not be too severe. If the US dollar 
escalates, the volume of American imports will decline. 


Last year, the Fiji dollar appreciated significantly in relation to 
the Australian and New Zealand dollar but depreciated by 3 percent 
relative to the United States dollar. It is thought that the Fijian 
dollar is likely to depreciate by 2.5 percent against the Australian 
dollar this calendar year, widening the deficit gap and making 
import servicing critical. 





The government of Fiji devalued its currency by 5 percent last year 
in a bid to boost domestic exports, push investment, and create 
employment. The net effect of the devaluation has proved painful to 
local importers since almost all consumer goods, food items, luxury 
goods, and investment goods are imported, making them more 
expensive. Some critics have alleged that living standards have 
eroded as well. 


An inflationary phase with a high liquidity situation began in 

1986. The government reduced lending interest rates by 1.5 percent, 
while the central bank lending rate was reduced from 10 percent to 

8 percent to stimulate capital investment. 


The political uncertainty has caused massive withdrawals from the 
banking system, resulting in a tight credit situation and draw down 
of deposits. An exodus of skilled and semiskilled emigrants at a 
rate of 270 every month poses additional capital flight problems, 
narrowing foreign reserve holdings. 


As far as the government budget is concerned, the 1987 estimate put 
out by the Finance Ministry allocates US$439.4 million for 
expenditures and envisages a revenue of US$368.5 million. From the 
early 1980s, the budget deficit graph has been rising, hovering 
around US$75-81 million the past 2 years. It is expected that the 
budget deficit will be the highest this year--close to US$110.4 
million--as a result of 5 and 1/2 percent pay increase for civil 
servants, payments to parastatal bodies, and large debt 
accumulation. Spending on government department operations forms a 
large element of total public expenditure. 


Financial analysts predict that total debt in GDP terms will be 
close to 55 percent at the close of this calendar year. The debt 
service ratio as a percentage of goods and services has averaged 

12 percent per annum and may reach a high of 16 percent in view of 
faltering exports, greater imports of basic consumer goods, and 
diminished value of Fijian currency on the world market. Inflation 
is expected to rise to 5 percent from an encouraging low of 

2 percent last year, pushing up the cost of living. 


IMPLICATIONS FOR THE UNITED STATES 


In view of the depressed economic outlook and the present interim 
scheme of government, it would be best to look cautiously at 
American direct investment and joint ventures this year. However, 
marketing of American products through local agents/subsidiaries 
poses no severe threats. Hotel development is one area where 
American equity has dominated, and this could be a profitable area 
once the economy recovers and the internal situation normalizes. 
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American business is known around the world 
for its inventiveness, its competitiveness, and 
its ingenuity. Take advantage of America’s 
reputation and increase your profits through 
export. COMMERCIAL NEWS USA magazine 
- a Showcase of American ingenuity - can get 
your message directly to over 80,000 business 
and government executives worldwide. 


Your company is part of the American business 
tradition. Join the thousands of U.S. firms each 
year that generate overseas interest and 
thousands of dollars in sales from listing their 
product in only one issue. You, too, can use 
this publication to find new overseas agents, 
distributors, licensees or end users for your 
product. 


Promoting your product, service, or trade and 
technical publication in COMMERCIAL NEWS 
USA is easy and cost effective. For less than 
$200 - a fraction of the cost of commercial 
advertising - you can test the world market for 
your new product or service. It’s a great way to 
begin exporting or expand your current 
exporting activities. 
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New and productive markets 
are waiting to see the results of 
your ingenuity -let the world know 
what you’ve come up with now. 


COMMERCIAL NEWS USA is the official 
export magazine of the U.S. Department of 
Commerce. Mail this coupon today or call the 
Department of Commerce District Office 
nearest you for more information on 
COMMERCIAL NEWS USA or the many other 
export assistance programs we have for you. 
You'll find us in the white pages of your phone 
book under U.S. Government. 


U.S. Department of Commerce 
International Trade Administration 
U.S. and Foreign Commercial Service 
HCHB Room 2106 

Washington, D.C. 20230 
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The Reserve Bank administers exchange control, takeovers and mergers 
involving foreign capital, repatriation of income, export finance, 
and local borrowings. The Bank normally requires the liabilities of 
nonresident controlled businesses not to exceed three times the 
proprietors equity. There are no restrictions on the remittance of 
dividends, profits, interest, royalties, loan repayments, settlement 
of trade debts, and similar current payments, provided local tax 
clearances have been obtained. Estate and gift duties are not 
applicable. 

Foreign controlled businesses are allowed local/overseas borrowings 
pro-rata the resident/nonresident equities. If the above stated 
national objectives for investment are satisfied, 20 percent is 
added to the resident equity, which proportionally increases the 
ratio of local borrowing permitted. Local borrowings may embrace 
working capital needs for those projects having a high job and 
export content. 


The normal nonresident tax rate for foreign-controlled businesses is 
47.5 percent; however, this is waived in the case of mining 
companies. Agricultural enterprises, hotel industry, film 
companies, and manufacturing industries are eligible for generous 
tax holidays provided the national objectives are satisfied. 

Imports of machinery, fertilizers, and other implements that are 
investment goods and which are needed for those enterprises that are 
fully export oriented are eligible for import duty rebates. 


Farming enterprises like coconut, rice, dairy, goat, poultry , beef, 
pork, fishing, forestry, or the processing of or exporting of such 
produce are exempt from normal tax for any 5 of the first 10 years 
of operation, and the company may select the most favorable years. 
The enterprises are obliged to write-off normal depreciation and 
offset losses against profits earned in the grace period. 


Import duties on plant and equipment for establishment or expansion, 
and industrial raw materials not available locally are generally 
considered for concessions. The concessions are determined by the 
degree of local employment, processing, value added, and exports 
generated. Arrangements exist for drawback of duty on imported 
items, including raw materials subsequently reexported as finished 
goods. Exports also qualify for refund of excise duty if applicable. 


A 55 percent investment allowance is permitted for hotel investors; 
i.e. a hotel owner may set off 55 percent of the capital expenditure 
(less the cost of land) against annual chargeable income arising 
from the hotel or extension. In addition, hoteliers may claim an 
ordinary depreciation allowance on full capital expenditure for 
buildings and equipment where it opts for the investment allowance. 





